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Introduction

Mr. Chairman and members of this distinguished Subcommittee, thank you for
the opportunity to be here today.

The All-Volunteer Force is performing well. Although the Army is experiencing
recruiting challenges, recruiting and retention overall remains solid. Today, I will review
with you the current status of military recruiting and retention and discuss some of the
current initiatives we are undertaking with the Services to address the challenges we face.

Where we face challenges, we take the necessary steps to resolve problems. We
continually review compensation packages to ensure that they are adequate to meet the
needs of the members, whether the need be for basic pay, allowances, special pays, or
survivor benefits. We work with the Services to take full advantage of the strength that
comes from combining resources and knowledge, and of the research that we have done
over the years to assist us.

The decisions made about authorities and funding for the next fiscal year matter a
great deal to those who have volunteered to serve our nation. | am happy to be here to
answer your questions and discuss the programs that | believe are essential to sustaining

our volunteer military in meeting our national security requirements.

Active Duty Recruiting and Retention
The success of our All-Volunteer Force begins with recruiting, and the viability of
the force is assured with successful retention. This has been easier in some years than it

has in others. We gratefully acknowledge how the Congress provides additional



resources during the more challenging times to facilitate our success in both recruiting
and retention.
Active Duty Recruiting

During Fiscal Year (FY) 2004, the military Services recruited 176,026 first-term
enlistees and an additional 6,799 individuals with previous military service into their
active duty components, for a total of 182,825 active duty recruits, attaining over 100
percent of the DoD goal of 181,308 accessions.

While meeting our quantitative goals is important, we also need to have the right
mix of recruits who will complete their term of service and perform successfully in
training and on the job. The “quality” of the accession cohort is critical. We typically
report recruit quality along two dimensions — aptitude and educational achievement.
Both are important, but for different reasons.

All military applicants take a written enlistment test called the Armed Services
Vocational Aptitude Battery (ASVAB). One component of that test is the Armed Forces
Qualification Test (AFQT), which measures math and verbal skills. Those who score
above average on the AFQT are in Categories I-111A. We value these higher-aptitude
recruits because they are easier to train and perform better on the job than their lower-
scoring (below average) peers (Categories HIB-1V).

We also value recruits with a high school diploma because they are more likely to
complete their initial three years of service. About 80 percent of recruits who have
received a high school diploma complete their first three years; only about 50 percent of

those who have not completed high school will make it. Those holding an alternative



credential, such as a high school equivalency or a General Educational Development
(GED) certificate, fall between those two extremes.

In conjunction with the National Academy of Sciences, the Department developed
a mathematical model that links educational attainment, aptitude, and recruiting resources
to job performance. With this model we established recruit quality benchmarks of 90
percent high school diploma graduates and 60 percent scoring above average on the
AFQT. Those benchmarks were set by examining the relationship among costs
associated with recruiting, training, attrition, and retention, using as a standard the
performance level obtained by the enlisted force cohort of 1990. Thus, the benchmarks
reflect the aptitude and education levels necessary to minimize personnel and training
costs while maintaining the required performance level of that force.

Over the past twenty years, the military Services have met or exceeded the
Department’s benchmarks for quality recruits. The quality of new active duty recruits
remained high in FY 2004. DoD-wide, 95 percent of new active duty recruits were high
school diploma graduates (against a goal of 90 percent) and 73 percent scored above
average on the AFQT (versus a desired minimum of 60 percent).

Through June of FY 2005, all Services except Army continued to meet or exceed
both quantity and quality objectives for Active duty enlistees. The Army has achieved
47,121 of its 54,935 accession goal through June, for an 86 percent accomplishment.

Army quality levels, however, remain strong (Table 1).



Table 1. FY 2005 Active Duty Enlisted Recruiting Through June

Quantity Quality *
% Scoring
at / above
% High 50th
School Percentile | % Scoring in the
Active Duty Diploma on AFQT 10-30th
Enlisted Graduate | (Categories | Percentile on
Recruiting (HSDG); -11A); AFQT
(Preliminary DoD DoD (Categories IV);
Through % of | Benchmark | Benchmark | DoD Benchmark
June) Accessions | Goal Goal = 90% = 60% <= 4%
Army 47,121 54,935 | 86% 89% 71% 2%
Navy 23,022 23,069 | 100% 96% 71% 0%
Marine
Corps 21,397 20,986 | 102% 99% 69% 1%
Air Force 11,447 11,338 | 101% 99% 79% 0%
Total 102,987 | 110,328 | 93% 94% 72% 1%

The Army is applying additional resources to achieve its recruiting goal of 80,000

Soldiers by the end of the fiscal year. The Army is aggressively pursuing three avenues

of approach: (1) adding active duty recruiters; (2) offering stronger incentives, with

increased enlistment bonuses and an increase in the Army College Fund; and (3) using

more targeted advertising, focusing on “influencers,” particularly parents.

The Services accessed 16,431 commissioned officers to active duty in FY 2004,

with Army, Navy, and Marine Corps meeting their numerical commissioning needs. In

FY 2005, active duty officer accessions are on track in all Services for numerical success

this year.




Active Duty Retention

Over the past three years, the Department has worked to improve Service
members’ quality of life. We continue to work with the Congress to achieve needed
military pay raises, and to develop flexible and discretionary compensation programs.
We have every confidence that such funding and policy modifications will be sufficient
to ensure continued success in achieving authorized strength levels.

Army and Marine Corps met or exceeded FY 2004 retention goals. Navy and Air
Force were retaining more than their desired levels at the outset of the year, but force-
shaping initiatives aimed at balancing manpower skills and assisting with force reduction
caused them to retain fewer members during the last quarter of FY 2004. For FY 2005,

retention is on track (Table 2).



Table 2. FY 2005 Active Duty Enlisted Retention Through June 2005

Active Dgty En_Iisted Reenlisted Mission
tention sl dune s
Army
- Initial 20,721 21,080
- Mid Career 18,669 18,433
- Career 13,730 10,436
Navy
- Initial 57% 53%
- Mid Career 66% 69%
- Career 86% 85%
Air Force
- Initial 47% 55%
- Mid Career 52% 75%
- Career 95% 95%
Marine Corps
- Initial 5,888 4,462
- Career 5,520 3,809
Stop Loss

The Army is the only Service currently using Stop Loss. The Army Stop Loss
program affects less than one percent of the total force (9,044 Active Component
Soldiers, 3,762 USAR Soldiers, and 2,480 ARNG Soldiers in May 2005). The active
Army Unit Stop Loss program takes effect 90 days prior to unit deployment or with
official deployment order notification, and remains in effect through the date of
redeployment to permanent duty stations, plus a maximum of 90 days. Reserve

Component Unit Stop Loss begins 90 days prior to mobilization or with official



mobilization alert deployment order notification, and continues through mobilization, and
for a period up to 90 days following unit demobilization.

Army initiatives of Modularity, Restructuring, and Rebalancing the
Active/Reserve Component mix, and Force Stabilization will, over time, eliminate any

need for Stop Loss.

Reserve Component Recruiting and Retention

There has been considerable discussion about the stress that the Global War on
Terrorism (GWOT) is placing on the force—both active and reserve. A repeated
question is: What levels of utilization can the National Guard and Reserve sustain while
still maintaining a viable reserve force? Recognizing that the GWOT will last for a
number of years, the Department established a strategic approach to ensure the judicious
and prudent use of the Reserve Components in support of the war effort. We will
continue to assess the impact of mobilization and deployments on the National Guard and
Reserve, and adjust our policies as needed to sustain the Reserve Components.

One way to examine mobilization of the National Guard and Reserve is in terms
of today’s force — those who are currently serving in the force. Of the 831,236 Reserve
Component members who are currently serving in the Selected Reserves, 366,742 have
been mobilized between September 11, 2001 and May 31, 2005 representing 44.1 percent
of the current force.

Compared to Operation Desert Storm when we mobilized 30,000 Individual
Ready Reserve (IRR) members, we have not used the Individual Ready Reserve in an

aggressive manner to support the GWOT. In the past three years, we have mobilized



8,790 IRR members. However, further utilization of the IRR remains a viable option for
meeting both near-term and long-term commitments.

We must establish the proper expectations for our Reserve Component members,
their families, their employers, and the public in general. We are undertaking a program
to foster appropriate expectations for the 21% century in terms of: (1) the frequency and
duration of military duty and (2) predictability of extended duty.

Reserve Recruiting

The Reserve Components continue to face a challenging recruiting environment.
In 2004, four of the six DoD Reserve Components met or exceeded their recruiting goals.
While we have seen mixed results in the first nine months of the fiscal year, four of the
six Reserve Components are challenged in meeting their recruiting goals (Table 3). June
yielded the best results, so far; with four of the six meeting or exceeding their monthly
recruiting goals:

e The Army National Guard posted 86 percent;

e The Army Reserve posted 101 percent;

e The Navy Reserve posted 92 percent;

e The Marine Corps Reserve posted 100 percent;

e The Air National Guard posted 106 percent; and

e The Air Force Reserve posted 101 percent.



Table 3. Reserve Component Recruiting Performance through June 2005

% High School

O Scoring at or
above 50th
Percentile on

Reserve Enlisted Diploma Armed Forces
Recruiting, FY05 Graduate Qualification Test
Through June Goal Accessions % of Goal (HSDG) (Cat I-1l1A)
Army National 44,989 34,589 7% 83% 57%
Guard

Army Reserve 19,753 15,540 79% 90% 69%
Naval Reserve 8,733 8,002 92% 90% 82%
Marine Corps 6,333 6,350 100% 96% 78%
Reserve

Air National 7,619 6,290 83% unk unk
Guard

Air Force 5,769 6,604 114% 90% 72%
Reserve

While the other Reserve Components have been able to meet the DoD quality

benchmarks for new recruits, the Army National Guard has historically experienced

difficulty in meeting those standards. Army National Guard recruit quality levels, at 83

and 57 percent, are respectively, seven and three percentage points below the DoD

benchmarks of 90 percent high school diploma graduates and 60 percent scoring in the

upper half on the AFQT. Rather than recruiting from a national market like the Active

Component, the National Guard must recruit from local communities to fill vacancies.

With National Guard units located in over 3,000 communities throughout the Nation,

meeting the quality benchmarks has presented challenges. Conversely, the community-

based nature of the Guard works to its advantage in retention, since “quitting the Guard”

before a guard member completes his or her service obligation is very apparent to the

whole town.

Recruiters report that there is a reduced propensity to join the military among

today’s youth. Due to the realities of war, there is less encouragement today from
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parents, teachers, and other influencers to join the military. Our efforts to recognize the
value of service should help this over time. In addition to the reduced propensity to
serve, fewer individuals are separating from the active components, and fewer of those
who do separate are affiliating with the Reserve Components. These factors, coupled
with an improving economy and lower unemployment, adversely affect recruiting.

The Army is also aggressively attacking any potential shortfall in Reserve
Component recruiting through three avenues of approach: (1) adding Reserve
Component recruiters, with an additional 1,900 Army National Guard recruiters and 734
Army Reserve recruiters programmed by the end of the Fiscal Year; (2) offering stronger
incentives, with increased enlistment bonuses for both prior service and non-prior service
recruits; and (3) using increased advertising, including targeted advertising to parents and
influencers. Your support of these efforts is essential.

Reserve Retention, or its complement, Attrition

Retention in the Army National Guard and the Army Reserve remains very
strong. Attrition in 2004, and thus far in 2005, is consistent with pre-Global War on
Terrorism levels, and is actually considerably lower than pre-war levels in the Army
Reserve. We expect attrition to remain within acceptable limits. The support of the
Congress and stronger retention incentives help offset what might otherwise be a reduced
likelihood to reenlist. The Department has established planning factors that will provide
greater career stability and predictability to reserve members, their families, and their

employers. The Services are implementing policies based on these planning factors now.
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Table 4. Reserve Component Attrition through May 2005

Selected Reserve 2000 FY 2004 FY 2005 FY 2005
Enlisted Attrition Rate YTD YTD YTD Target
(in percent) (May) (May) (May) (Ceiling)
Army National Guard 13.2 12.6 14.0 195
Army Reserve 19.2 13.9 15.2 28.6
Naval Reserve 19.4 17.8 20.0 36.0
Marine Corps Reserve 19.1 18.5 13.4 30.0
Air National Guard 8.0 8.3 6.9 12.0
Air Force Reserve 11.3 9.1 9.8 18.0
DOD 14.6 12.8 13.5

Legislation in Support of Total Force Recruiting and Retention

Recruiting and retaining the right people in the right skills in the right number has
always been a challenge and continues to be our challenge today. None of this comes
easily; and Congressional support continues to be key. We are grateful for the across-
the-board 3.1 percent pay raise, the increases in Basic Housing Allowance for Housing
(BAH), which allowed us to reduce average member out-of-pocket expenses from 3.5
percent to zero, and the targeted increases in pays and allowances for our brave men and
women fighting the war in Iraq and Afghanistan and other dangerous places. We are also
pleased with the related increases in pay and allowances and bonuses for our members in
the Reserve Component.

The reductions in last year’s special pays and selective reenlistment bonuses, i.e.,
Army — $6.3M, Navy — $12M, Marine Corps — $4.8M, and AF — $90M, have presented
challenges to retain Service members essential for meeting our military and humanitarian
missions around the world. As we face these challenges, we seek your continued support

in the forthcoming mid-year review and any associated reprogrammings.
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We appreciate support of appropriations consistent with the proposed changes to
our authorities. We are requesting an increase in the maximum amount for the Hardship
Duty Pay and the House includes this provision in its bill. Our request recognizes and
compensates our women and men who are serving in a designated hardship location,
participating in a designated hardship mission. Our leaders need the flexibility to raise
the amounts paid in order to (1) quickly recognize troops serving under the most arduous
of circumstances, (2) support sequential assignment, and (3) meet future needs as they
emerge and we ask the Senate to pass this provision. Our other major proposal, which
increases the maximum allowable amount that can be offered under the Selective
Reenlistment Bonus program, is also in the House bill. This increase is necessary for
targeting critical skills, as required, to retain sufficient high quality personnel and counter
the lure of the high technology private sector and we ask the Senate to pass this
provision.

Sustaining Army Strength

The active Army, despite taking a $6.3M reduction in its special pays and
selective reenlistment bonus funding this fiscal year, has increased its enlisted retention
mission from 56,100 in FY 2004 to 64,162 in FY 2005, an increase of almost 15 percent.
It is pursuing constructive steps, such as Force Stabilization policy initiatives, periodic
reenlistment bonus program updates, and targeted special pays to persuade soldiers and,
most important, families to reenlist.

In September 2003, the Army announced and implemented a $5K reenlistment
bonus which was paid, in Irag, Afghanistan, Kuwait, and South Korea. Through May

2005, more than 14,500 Soldiers have taken advantage of the Present Duty Assignment
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Selective Reenlistment Bonus by reenlisting to stay with units in Afghanistan, Irag, or
Kuwait. The Army’s current program offers bonus amounts up to $15,000 to Soldiers in
these locations.

The Department is taking advantage of a unique force restructuring process — the
“Blue” services, Air Force and Navy, are reducing strength while the “Green” service,
Army, is increasing. Our “Blue to Green” program provides sailors and airmen with a
unique opportunity to “Go Army” under an initiative intended to rebalance the military
and preserve human capital. Sailors and airmen in skills identified as excess who are
qualified to remain in Service, shall be given the opportunity to apply for immediate
inter-service enlistment into the Army. The Department is also working with the
Services to boost prior service accessions by sending letters to military alumni inviting
them back to active duty (recapturing first term losses).

The Department is also working closely with the Department of Homeland
Security’s Citizenship and Immigration Service to expedite citizenship applications for
resident aliens who serve honorably as members of our Armed Forces.

To capitalize on our successes in retention and sustain that momentum, we must
continue to invest in areas that leverage readiness. Authorities for flexible compensation
tools enable the Department to tailor incentives to respond to specific readiness demands
and provide the capacity to efficiently start and stop them.

We note that the House and this Committee included two provisions in your
version of the FY 2006 NDAA that will very positively affect Reserve component
recruiting. The first provision would repeal the current affiliation bonus authority and

combine it with the non-prior service accession bonus to provide up to $10,000 to an
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individual who is separating from the active forces with a remaining military service
obligation, and agrees to serve in the Selected Reserve for a period of not less than three
years in a critical skill, unit, or pay grade. We believe this will help us overcome the
current shortfall in individuals transitioning from Active to Reserve service.

The second provision would authorize a critical skills retention bonus for Selected
Reserve members similar to the current critical skills retention bonus available to the
Active components. While attrition throughout the Reserve components is consistent
with acceptable norms, attrition in certain skills is too high. This bonus authority would
permit us to target those skills by offering bonuses to members who agree to serve in
those skills for at least two years. A member would be limited to receiving $100,000
over an entire Reserve career under this authority. This amount is half of the career limit
of $200,000 for Active component members for a similar bonus authority. We are certain
that this bonus authority will help us retain the right members in the right skills.

Additionally, we note that the House has included two provisions in its version of
the FY 2006 NDAA that will have a definite, positive impact on military recruiting. The
House raises the maximum level for an enlistment bonus from the current $20,000 to
$30,000. The Services now use enlistment bonuses in support of recruiting for a variety
of purposes: to attract high quality youth, to steer recruits into “hard-to-fill” and critical
skills, to even-flow the training base through seasonal use, to encourage enlistment for
longer terms, and to reward advanced education. Raising the cap will give the Services
more flexibility in combining the uses of the bonus by encouraging particularly high
quality potential recruits to enlist for longer terms in critical skills and enter active duty

when most needed.
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The second provision authorizes a one-year pilot test allowing the Army to offer a
$1,000 referral bonus to existing soldiers. This bonus would be paid for referring an
applicant who subsequently enlists and completes initial entry training.

Reducing Stress on the Force

Three other initiatives proposed by the Administration would also help reduce
stress on our force: strengthening the authority of the Department of Defense to train and
equip the forces of other nations; creating in the Department of State a capacity for
stabilization and reconstruction; and civilianizing military positions where appropriate,
returning those billets to military use as needed. We regret that the amount and the scope
of the request remains unfulfilled. The House State and Foreign Operations
Appropriation Bills provide only $7.7 million of the requested $124 million for the newly
created State Department Coordinator for Reconstruction and Stabilization (S/CRS) and
neither the House or Senate Authorization bills include a requested authority for DoD to
support S/CRS with a $200 million drawdown authority. The appropriation process has
reduced the funding for civilianization by $400 million. We urge the Congress to
reconsider these marks and provide the funding and authority originally requested, to

help reduce the stress on our forces.
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Additional Opportunities to Support Our Efforts

Today’s environment poses some recruiting and retention challenges for our All-
Volunteer Force. The pressures of high operational tempo, increases in Army end
strength in support of GWOT, and a rapidly recovering economy have made it difficult to
achieve increased Army recruiting goals. We greatly appreciate how Congressional
support in previous periods of difficulty has helped us maintain the AVF to which we are
all committed.

Today I would like to encourage you to support us in a way you may not have
thought of — by lending us your time and your voice. We are increasing our efforts to
communicate the Value of Service to the American people.

We are developing a focused public affairs campaign aimed at highlighting the
value of military service. The ultimate objective is to reach out to target parents and
influencers in a way that leads them to support their sons’ and daughters’ decisions to
serve. We hope that you will partner with us in this effort by teaming with us to

emphasize the importance, nobility, and Value of Service.

Conclusion
Mr. Chairman, in conclusion, | want to thank you and members of this
Subcommittee for your advocacy on behalf of the men and women of the Department of
Defense. Whether the career of a member of the Total Force is measured in months or
years, whether that career is spent in a Reserve component, an Active component, a

combination of the two, or as a Department of Defense civilian, the nation’s gratitude for
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dedicated service is proved in your continued support for the programs that keep the force
strong and healthy.

I look forward to your questions.

18



